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SUBJECT: EC/JAPAN TRADING RELATIONS: SHIPBUILDING TALKS 

REF: EC BRUSSELS 12429 

1 . SUMMARY: EC AND JAPAN HAVE FAILED TO REACH ANY AGREEMENT ON 
SHIPBUILDING MARKET SHARING. ADDITIONAL DATA WILL BE 
EXCHANGED, MATTER TO BE PURSUED THROUGH OECD MEETING 

IN JANUARY. IN CONTRAST TO APPARENT FLEXIBILITY AND 
UNDERSTANDING DISPLAYED BY JAPANESE IN REGARD TO OTHER 
EUROPEAN TRADE SENSITIVITIES, GOJ IS TAKING A TOUGH LINE. 

END SUMMARY. 

2. DESPITE TWO DAYS OF INTENSIVE DISCUSSIONS, EC AND 

GOJ DELEGATIONS FAILED TO REACH ANY AGREEMENT ON 50-50 
SHARING OF SHIPBUILDING MARKET AS DESIRED BY EC. TWO 
SIDES DID AGREE TO A MONTHLY EXCHANGE, BEGINNING IN 
JANUARY, 1977, OF STATISTICS INCLUDING NEW ORDERS, 

CANCELLATIONS AND TONNAGE ON HAND (BACKLOG). GOJ ALSO 
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INDICATED IT IS PREPARED TO BEGIN "MONITORING", FOR 
ITS OWN INFORMATION, THE EXPORT PRICES OF SMALL AND 
MEDIUM SIZE: I.E., UNDER 2500 GROSS TONS, SHIPS. (GOJ 
ALREADY MONITORS EXPORT PRICES OF LARGER SIZE VESSELS). 

3. DURING PRESS CONFERENCE FOLLOWING TALKS, EC SPOKESMAN 
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CONFIRMED THAT "NO BASIC SOLUTION" HAD BEEN REACHED AND 
STATED THAT EC MEMBERS WOULD CONTINUE TO STUDY 
"AUTONOMOUS MEASURES" TO PROTECT THE EUROPEAN SHIP- 
BUILDING INDUSTRY. CONSULTATIONS WILL BE CONTINUED 
AT THE JANUARY OECD MEETING. 

4. COMMENT: AS EXPECTED, THE JAPANESE SHIPBUILDING 
INDUSTRY-AND BY IMPLICATION, THE GOJ- IS TAKING A TOUGH 
STAND AGAINST EC DEMANDS TO FURTHER CARTELIZE WORLD 
PRODUCTION. IN OTHER AREAS, E.G., AUTOMOBILES, THE 
JAPANESE ARE APPARENTLY BEING MORE FORTHCOMING. THE 
DIFFERENCES SEEM TO BE IN THE GENERAL ECONOMIC HEALTH 

OF THE INDUSTRIES CONCERNED AND THE POTENTIAL FOR DEVELOP- 
ING ALTERNATIVE MARKETS. ALTHOUGH THE JAPANESE SHIP- 
BUILDING INDUSTRY HAS RECOVERED SLIGHTLY FROM LAST 
YEARS SLUMP, PROSPECTS FOR FURTHER RAPID 
RECOVERY REMAIN UNDER THE BEST OF PROGNOSTICATIONS. 

FROM THE JAPANESE POINT OF VIEW, THE EUROPEANS ARE 
ASKING NO LESS THAN FOR JAPAN TO VOLUNTARILY 
GIVE UP FUTURE MARKETS FOR NON-COMPETITIVE REASONS. 

5. WE ALSO NOTE THAT FROM A U.S. INTERESTS POINT OF 
VIEW, IF JAPANESE SHIPBUILDERS ARE FORCED TO CURTAIL 
PRODUCTION IN RESPONSE TO EC PRESSURES, JAPANESE 
STEELMAKERS WILL ALSO BE HURT. SHIPBUILDERS CURRENTLY 
TAKE ABOUT 6.5 PERCENT OF JAPANESE STEEL PRODUCTION. SHOULD 
DEMAND FROM THIS INDUSTRY FALL SUDDENLY, JAPANESE 
STEELMAKERS WILL HAVE TO LOOK TO EXPORTS TO 

TAKE UP THE SLACK OR CUT PRODUCTION. 

HODGSON 
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NOTE BY OC/T: NOT PASSED OECD CAPITALS. 
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